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1. Introduction 

 

Defra and the Welsh Government asked CCWater to review financial support for water 

customers and recommend how to improve the support available. The CCWater report in 

2020 recommended that water companies, Water UK and Ofwat work together to create a 

single social tariff scheme, with pooled funding from all water companies’ customers.  

 

This paper is a contribution to the debate on structure and funding of a social tariff. It 

considers alternative structures and funding, evaluates them against objectives for the 

tariffs, and suggests a way forward. 

 

2. Criteria for assessing options 

 

There are a number of criteria to be considered in developing the scheme: 

• Achieving the water poverty objective – in terms of making bills affordable for 

households with water and sewerage bills more than 5% of their disposable income. 

• Encouraging water efficiency, through continuing to provide a financial incentive to save 

water for those customers who are metered. 

• Simplicity for customer communication and administration – this will keep costs down, 

encourage customer take-up, and help to ensure that the scheme is implemented in the 

same way by different companies. 

• Avoiding large increases in bills for customers funding the scheme – particularly as there 

are other customers not qualifying who are likely to be struggling to pay. 

• Maintaining water company independence and incentives to be efficient – pooled 

funding could conflict with this objective. 

Work has been carried out on the scale of the problem and tariff options but there is no 

approach which will meet all objectives for scheme structure or for funding – there are 

trade-offs to be made. 

 

3. Defining the number of customers in water poverty 

 

Water UK has made a commitment to: “Make bills affordable as a minimum for all 

households with water and sewerage bills more than 5% of their disposable income by 

2030”1. To achieve this, it is important to know how many customers fall into this category. 

 

                                                      
1 Public interest commitment, Water UK, April 2019 









• The cost of social tariffs would be a clear excess burden, compared with faced by 

customers of other companies. 

• It has taken appropriate steps to provide funding from increasing revenue, e.g. through: 

– Checking whether there are any properties currently classified as empty which 

should be billed. 

– Reducing levels of bad debt. 

– Collecting additional revenue from customers who may be most able to pay more, 

e.g. through a second homes levy, rather than from the customer base in general. 

 

8. Conclusions on the options for social tariffs and their impact 

 

Our conclusions from the above analysis are that: 

• The potential impact on customers not benefiting from the social tariff, many of whom 

will be struggling to pay bills because of other pressures on their finances, could be too 

great. An increase of 10% or more to ensure that no customers would constrain ability to 

deliver on other priorities, such as resilience. 

• It is not clear what the best structure is for social tariffs – all options have some drawbacks 

and there are trade-offs to be made. 

• It is not clear what the criteria should be to qualify for the tariff. 

• We are not convinced that there should be pooled funding – if companies are to be given 

support then we consider that they would need to demonstrate the scale of the problem 

and that they have done all they can to fund themselves e.g. through void reduction, or 

reduction in bad debt. 

 

9. Our proposals for social tariffs 

 

The issues relating to scheme structure, whether to pool funding, and potential effects on 

customers funding the scheme are complex to resolve. Phased implementation needs to be 

considered to mitigate these effects and allow issues to be resolved.  

 

We consider that the best way forward is to develop a limited national scheme at this stage, 

with potential to extend this on the basis of experience with its implementation. This would 

include: 

• Introduction of a relatively simple scheme at national level, with clear eligibility and a 

simple tariff structure. 

• Companies could have their own supplementary schemes, providing additional 

discretionary help, depending on their own circumstances. 

• Any funding from a national pool should be contingent on a clear need, after a company 

has done all it can to generate additional revenue to fund the scheme. 



The benefits from this would be that: 

• It would reduce the likelihood of needing to make changes in the national scheme to 

reduce eligibility or adjust tariff structure, avoiding the resulting incidence effects on 

those benefiting from the scheme. 

• It would avoid unacceptably large bill increases for those not benefiting from the national 

scheme, many of whom are struggling to pay. 

• It would avoid the potential effects on those currently benefiting from social tariffs who 

could receive less or no benefit from the national scheme. 

• It would ensure incentives to collect revenue and implement social tariffs efficiently are 

retained. 




